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U.S. Imports and the Dollar Shortage 


The generally accepted theory of international 
trade assumes that it is an advantage for every 
country to obtain its commodities and services 
at the lowest possible cost. A country can get 
many commodities cheaper by buying abroad 
than at home, and many commodities can be 
purchased only abroad. Exports, then, in the 
long run pay for imports. 

Since 1945 the world has been plagued by 
a dollar shortage, which is tied up with the 
problem of imports. Other nations are unable 
to obtain the dollars they need to buy our 
goods and services. One important reason for 
this shortage is the destruction caused by two 
great wars and their aftermath. 

There are three ways of obtaining dollars: 
more exports to the United States; more ex- 
ports to other countries which have dollars; 
or loans or grants by the United States, public 
or private. A rise in the price of gold would 
also help; but this may be considered as one 
approach to the increase of sales in this 
country. 

In current controversies about the dollar 
shortage there are many who seem to think 
that the solution must be found exclusively, 
or at any rate primarily, in a rise of United 
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States imports. On the whole this has been 
the approach of recent official reports and of 
many foreign commentators. Undoubtedly im- 
ports can be increased by the simplification of 
customs procedures and even by further tariff 
reductions. But no estimate supported by evi- 
dence suggests that more than $1 billion of ad- 
ditional imports could be stimulated through 
the liberalization of tariff policy. Yet the total 
dollar shortage may well be as high as $4 bil- 
lion to $5 billion. a 


It is important to know the*obstacles that 
stand in the way of increasing imports sub- 


stantially by a more liberal tariff policy. First, 
tariffs have been cut by two-thirds since 1933, 
and the tariffs of the United States are as low 
or lower than those of any other major coun- 
try. Second, our agricultural policy prevents 
tariff concessions where they could most easily 
be justified and would greatly stimulate im- 
ports. So long as it is our policy to raise farm 
prices, imports must be checked, or otherwise 
our farm objectives would be frustrated by a 
rise in low-cost imports attracted here by do- 
mestic high prices. Third, even a substantial 
reduction in tariffs frequently yields the final 
consumer only a small cut in price and hence 








does little to stimulate imports. For 
example, a 50 percent cut in the price 
of the average Swiss watch-works 
would save the consumer only about 
10 percent in the price of the watch. 

Fourth, there are the practical 
difficulties in determining where the 
tariff cuts should fall. Here it is nec- 
essary to take into account the costs 
of adjustment. For example, how 
seriously depressed are the industries 
or regions affected? What can be 
done to cut the costs of adjustment 
through the introduction of new in- 
dustries and compensation of inter- 
ests injured by an import policy de- 
termined in no small part by the 
dollar shortage? It would, for exam- 
ple, be less costly if tariffs were re- 
duced for commodities not produced 
in substantial quantities in the Unit- 
ed States; for industries which are 
growing rather than declining; and 
for industries located in expanding 
rather than declining regions. It 
would also be easier if any conces- 
sions made were applied in periods 
of upswing and great prosperity rath- 
er than during the downswing and 


depression periods. 


roe 
Sacrifices by All Needed 


All of this suggests that in meeting 
the dollar shortage we must not de- 
pend only or even primarily on im- 
Those 


maintain our exports probably are 


ports. who insist we must 
overoptimistic concerning the poten- 
tial rise of imports, or else contem- 
plate large loans and grants. 

The dollar shortage is largely a 
result of chaotic world conditions. Its 
solution requires sacrifices by all. The 


industries which compete with im- 


ports must sacrifice through tariff 
concessions; the export industries— 
which have experienced the greatest 
subsidy program in history, with ex- 
ports exceeding imports by $120 bil- 
lion in 40 years, financed largely by 
government—must sacrifice part of 
their foreign markets; and finally, 
the taxpayer must sacrifice through 
loans and grants which make possi- 
ble unrequited exports, that is, ex- 
ports not balanced by imports. 
Above all, we must realize that our 
imports depend more on income than 
on any other variable. The greatest 
expansion of imports has come, not 
in response to tariff cutting, but in 
response to rising national income. 


Since prewar days United States im- 


ports of goods and services have risen 
spectacularly until in 1953 they were 
almost $17 billion, or twice the 1947 
level and five times the 1939 level. 
By 1953 gross national product rose 
to 158 percent of the 1947 level and 
413 percent of the 1939 level. It is not 
surprising, therefore, that although 
the Europeans are concerned about 
our tariff policy, they are even more 
concerned about the policy we shall 
adopt to prevent a depression here. 

(Dr. Harris, professor of economics at Har- 
vard University, is the author of many 
books the most recent of which are Eco 
nomic Planning: Plans of Fourteen Coun- 
tries With Analyses of Plans (New York, 
Knopf, 1952) and The Economics of Neu 
England (Cambridge, Harvard University 


Press, 1952). He is also the editor of New 
Economics (London, Dobson, 1953). 





Here is what the “Report to the 
President and Congress” by. the 
RANDALL COMMISSION ON 
FOREIGN ECONOMIC POLICY 
says about imports: 

“The record clearly indicates that, 
from a psychological and economic 
point of view, United States policies 
in fields connected with the tariff 
have come to be regarded as of key 
importance by both the American 
and the foreign public. We believe 
this is an overemphasis, for it must 
not be assumed that any measures 
which the United States might take 
in the fields of customs administra- 
tion and tariff policy, taken by them- 
selves, could provide the full answer 
to the problem of imbalance. . . [in 
international trade |. 

“Any adequate program requires 
appropriate policies on a broad front, 


in foreign countries as well as here, 


including but not limited to policies 
with respect to convertibility and in- 
vestment. Nor should any assump- 
tions be made as to the key position 
of United States tariffs and customs 
procedures, relative to the many im- 
pediments which exist in the world 
to the international movement of 
goods and to the most effective appli- 
cation of capital and labor. It is clear, 
on the evidence examined by this 
Commission, that although many 
United States tariffs are high and 
many of our customs procedures are 
slow and cumbersome, many other 
United States tariffs are low and 
more than halt our imports enter 


free of duty. 


“We fully recognize the dangers of 
using averages; yet it seems clear by 
any test that can be devised that the 
United States is no longer among the 


higher tariff countries of the world.” 
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WASHINGTON NEWSLETTER 





Eisenhower's China Dilemma 





The question whether to recognize 
Red China has replaced the Bricker 
amendment as the most confused and 
controversial issue in Washington. 
The accusation hurled by some Re- 
publicans at the Eisenhower Admin- 
istration is that it is now secretly 
planning to deal with Peiping. The 
denials, 


Administration, in its em- 


phatically asserts that it is not now 
planning to do diplomatic business 
with Red China. As evidence of this, 
Secretary of State John Foster Dulles 
points to the clause he included at 
the last minute in the Berlin com- 
muniqué asserting that any United 
States meeting with Peiping at Ge- 
neva does not constitute recognition. 

What both the Administration and 
its critics, however, should now be 
privately and publicly exploring is 
this question: What must Peiping do 
if it is ever to merit diplomatic rec- 
ognition—or is Mao Tse-tung to be 
eternally boycotted by Washington 
regardless of what happens at Ge 
neva and in the coming months and 


years: 


Recognition Sometime — 
or Never? 


Both the Knowland Republicans 
and the Eisenhower Administration 
are vigorously opposing any present 
recognition. Where they part com- 
pany is as to the future. The Know- 
land group is against recognition now 
and apparently at any time to come. 
The Administration opposes recogni- 
tion but is willing to let the future 
take care of itself—or prefers not to 


mention the future. 


Actually the question of eventual 
diplomatic recognition for Peiping 
poses a major dilemma for the Ad- 


ministration. For Geneva could force a 


decision on the Administration which 
it is at present reluctant to consider 
and does not want to acknowledge it 
may have to face eventually. It is no 
secret in Washington that both the 
President and the Secretary of State 
privately and in strictest secrecy are 
constantly examining this political 
A-bomb: What attitude should the 
United States take toward Peiping if 
the Red Chinese, at Geneva or later, 
decide to be cooperative? 

If the Red Chinese are as intransi- 
gent at Geneva as Soviet Foreign 
Minister Molotov was at Berlin, then 
they will save Eisenhower and Dulles 
from the politically dangerous task 
of reconsidering their recognition- 
or nonrecognition—policy. The Unit- 
ed States can be as antirecognition 
after Geneva as before because Mao 
Tse-tung will have then given them 
no other choice. But if by any chance 
the Chinese Communists at Geneva 
show an interest in settling the Ko- 
rean and Indochinese issues yet ask 
in return that the United States rec- 
ognize Peiping, approve its member 
ship in the UN, and approve and ex- 
pand trade between Red China and 
the free world—what are Eisenhower 
and Dulles to say? Or suppose Pei 
ping does not even try to make such 
requests part of a deal but agrees to 
a lessening of Asian tension all the 
same? Can Washington accept Pei- 
ping’s cooperation but refuse it rec 
ognition? Can it take concessions 
from Peiping but refuse diplomatic 
cooperation? Or is peace in Asia not 
worth the price of recognizing Pei 
ping? These are the hard problems 
facing Mr. Dulles and his aides as 
they prepare for Geneva; and their 
task is not made easier by the knowl- 


edge that the principal critics of rec 


ognition at any time are going to be 


leaders of their own party. 


The confusion in this debate is due 
in part to the fact that in the not 
distant past the United States has 
followed two divergent recognition 
policies and is now apparently in the 
throes of deciding what should be its 
present attitude. These two policies 
are best known after the two Secre- 
taries of State who devised or elabo- 
rated them: Henry L. 


Cordell Hull. 


Stimson and 


Two Doctrines of Recognition 


It was Stimson’s thesis that recog- 
nition should not be accorded to re- 
gimes of which the United States dis- 
approved—regimes forcibly imposed 
on them by foreign powers or sub- 
versive elements. This doctrine, first 
initiated by Woodrow Wilson, that 
recognition means approval prevailed 
during the Wilson, Harding, Coo- 
lidge and Hoover eras and was fol- 
lowed particularly in deciding rela- 
tions between the United States and 
the Latin American nations. But 
when Cordell Hull became Secretary 
of State under Franklin D. Roosevelt 
a new concept of what should consti- 
tute recognition emerged. Hull pro- 
posed three qualifications for recog- 
nition—not that recognition would 
be automatic if these standards were 
met, but that these standards consti- 
tuted the minimum requirements for 
recognition. These were: control of 
the machinery of state and the terri- 
tory of the country; evidence of popu- 
lar approval of the regime; and will- 
ingness of the new regime to meet 
the country’s international responsi- 
bilities. 

Since then the United States has 


(Continued on page 8) 

















The United States mutual assistance 
agreement with Japan, signed in To- 
kyo on March 8, and negotiations 
with West Germany, Spain and the 
Netherlands reveal a new pattern of 
foreign aid. Washington, it appears 
will not only help to rearm World 
War II enemies as well as friends but 
will sell to them our surplus wheat 
and other products, taking local cur- 
rencies in payment and using these 
to purchase arms supplies for other 
countries and to finance additional 
military expenditures. 

Japan, for example, undertakes to 
buy up to $50 million worth of our 
surplus wheat and barley, paying the 
United States in yen. The United 
States, then, will spend the equiva- 
lent of $40 million on offshore pro- 
curement in Japan, mostly on arma- 
ments for third countries. The addi- 
tional $10 million would go as a 
grant for the rehabilitation of Japa- 
nese industries connected with the 
rearmament program. Similarly, 
Spain would buy American wheat 
worth more than $20 million, paying 
in pesetas which would be used to 
construct military bases in that coun- 
try. There have also been reports of 
a proposal that West Germany buy 
our surplus farm products, using the 
marks paid to the United States to 
pay German contractors who would 


build the Spanish bases. 


Tie-in Sales 


These far-flung tie-in sales of guns 
and wheat, creating a complex sys- 
tem of payments between the United 
States and former enemy nations, as 
well as other countries, raise some 
interesting questions. Their immedi- 
ate purpose is clearly to speed the 
rearmament of Japan and Germany 
and the transformation of Spain into 


FOREIGN POLICY SPOTLIGHT 


fe Will Guns Plus Wheat Equal Security ? 








a base for United States operations 
in case of war. A closely related ob- 
jective, however, is to find outlets for 
our surplus agricultural products and 
out of their proceeds to bolster na- 
tional economies through the devel- 
opment of armament industries. 
Does this mean that the tapering 
off of United States armament ex- 
penditures which seemed to be indi- 
cated by the 
strategy is really a shift from arms 


“new look” military 
production in our factories to those 
of Japan and, later, West Germany? 
Will the American farmer, who has 
made it clear that he is loath to accept 
reduced production and lower prices, 
now acquire a direct stake in the 
continued rearmament of countries 
with which we negotiate “guns plus 
wheat” agreements? Can this cycle 
of wheat purchases that finance arms 
purchases, once started, be held with- 
in bounds by the United States, 
which has no political control over 
Japan and Spain and soon will have 
none over West Germany? Or will 
it develop the momentum of an arms 
race and place in the hands of the 
Japanese and the Germans, as is 
feared in Seoul and Paris, the weap- 
ons for new conquests which we 
would then be powerless to prevent? 

The United States, understandably, 
wants to diminish its own burden of 
financing long-term defense prepara- 
tions and place as much responsi- 
bility as possible on the front-trench 
countries—West Germany and Japan 
—whom only yesterday we had 
obliged to disarm and to forswear 
war in their constitutions. By this 
process Washington hopes to build 
in Germany and Japan, and also in 
Spain, bastions against Russia and 
China and against the impact of in- 
ternational communism. 


Will guns plus wheat give us in 
Europe and Asia the security we 
seek? If armaments alone could pro- 
vide security the answer might be in 
the afirmative—although even then 
one would have to have some assur- 
ance that Germany and Japan might 
not change sides in a new shift of 
the balance of power. The value of 
any armament arrangements, how- 
ever, will depend on the solidity of 
the economic base in each country. 


What Kind of Security ? 


First reports of reactions in Japan 
to the defense agreement, which it 
had taken eight months to negotiate, 
indicated that business circles were 
cool to its economic terms. Japanese 
industrialists had hoped that Tokyo 
would obtain economic assistance 
from the United States with few or 
which 


would have made it possible for 


no military commitments, 


Japan to develop peacetime industries 
producing for domestic needs and for 
export. Under the present agreement 
it is believed the munitions makers 
will be the chief beneficiaries and 
there will be little prospect of allevi- 
ating the country’s growing economic 
hardships. And if these hardships 
continue and increase, the possibility 
of a coup from the Right or Left, 
against which the Japanese police 
have warned the country, could be 
come more threatening. 

It is easy enough to stave off un- 
employment and labor unrest by cre- 
ating new jobs in armament indus- 
as Hitler, 
Japanese militarists demonstrated be- 
fore 1939, But this kind of eve-of-war 


economy can survive only if the pres- 


tries, Mussolini and the 


sure of imminent external attack—or 
preparation for aggression—can be 


(Continued on page 8) 
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jOREIGN POLICY REPORT 





The Guatemalan 
Revolution and 
Communism 








The tenth Inter-American Confer- 
ence, which opened at Caracas, Vene- 
zuela, on March 1, has drawn atten- 
tion to events of continental im- 
portance in Guatemala. Not only is 
a long-overdue social revolution go- 
ing forward with increasing velocity 
there, but Guatemala has become the 
center of the strongest Communist 
movement in the Americas. 

It all began in 1944 when the dicta- 
torship of General Jorge Ubico was 
overthrown by a rebellion and gen- 
eral strike. The leadership in this 
movement was taken by the students 
of the University of Guatemala City. 
As a result a large proportion of the 
members of the Constitutional As- 
sembly which met a few months 
after the overthrow of Ubico were 
university students. Many never re- 
turned to their classrooms, and politi- 
cal life today is largely in the hands 
of the university generation of 1944. 


Role of Labor 


With the overthrow of Ubico the 
political pot, which had been kept at 
a tepid state by the dictatorship, be- 
gan to boil. Three fairly well defined 
parties emerged. The largest of these 
was the Partido Accién Revolucio- 
naria (PAR), with a general orienta- 
tion similar to that of the Peruvian 
Aprista party or the Venezuelan 
Democratic Action party. 

The Communists, however, had 
already begun to operate within the 
PAR, there being no open Commu- 
nist party at that time. Three years 
ago a group led by PAR general sec- 
retary, José Manuel Fortuny, broke 
away to form an open Communist 


party. Meanwhile, Communist influ- 
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ence was given as the excuse for an- 
other scission, which resulted in the 
formation of the Partido Frente Popu- 
lar Libertador. A third party, Partido 
Renovacién Nacional, smaller than 
the Frente Popular, also split away 
from the PAR. 

These four parties constituted the 
popular support of the adminstration 
of Juan José Arévalo, president from 
1945 to 1950. Under his guidance the 
revolution took its initial steps. The 
first thing necessary was to build up 
a basis of mass backing for the re- 
gime. Actual power rested on the 
Army, of which a group of young 
officers had seized control after the 
overthrow of the dictatorship. As 
these officers were men of some social 
conscience and vision, they not only 
permitted but encouraged the revolu- 
tionary action of the university stu- 
dents. The civilian leaders, however, 
felt the need for building popular 
support among the people for the 
revolution. 

The organization of firm political 
parties was a step in this direction. 
Another was the establishment of a 
Under the 
torship trade unions had been for- 
bidden. As soon as Ubico fell, the 


labor movement. dicta- 


CTAL, the Communist-controlled 
Confederation of Workers of Latin 
America, led by Vicente Lombardo 
Toledano and with its headquarters 
in Mexico City, sent in organizers to 
help the Guatemalan workers estab- 
lish their own institutions. Newly 
organized trade unions were soon 
brought together in the Confederation 
of Workers of Guatemala (CTG). 


Doctrinal and personal differences 
soon led to a split in the CTG and 


by Robert J. Alexander 
Dr. Alexander, assistant professor of economics at Rutgers 
University and author of The Perén Era, published by 
Columbia University Press in 1951, frequently writes on 
Latin American affairs. , 


the formation of the Federacién Sin- 
dical de Guatemala (FSG), which 
consisted mainly of the railroad work- 
ers and the factory workers. The 
CTG, made up principally of artisans 
and ‘agricultural workers, was affili- 
ated with the CTAL, while the FSG 
for a time maintained friendly rela- 
tions with the American Federation 
of Labor. In 1951, however, the FSG, 
too, joined the CTAL. 

In January 1952 the CTG and the 
FSG were again united as the Gen- 
eral Confederation of Workers of 
Guatemala (CGTG). The CGTG 
was firmly in the hands of the Com- 
munists, with Communist Deputy 
Victor Manuel Gutierrez as its secre- 
tary-general. Using the labor move- 
ment as their base, the Communists 
succeeded not only in penetrating all 
of the pro-governrient parties but 
gained control of government institu- 
tions such as the Social Security In- 
stitute and the National Radio. 

The Arévalo government greatly 
aided the unions. It put on the statute 
books a Labor Code recognizing the 
legality of the trade unions and set- 
ting up a procedure for orderly col- 
lective bargaining. It encouraged em- 
ployers to deal with the labor organi- 
zations, and in cases of doubt usually 
sided with the workers’ organiza- 
tions. 

The Labor Code, as originally writ- 
ten, made organization among the 
rural workers exceedingly difficult. 
However, the Arévalo Administra- 
tion pushed through a revision of 
the Code, authorizing the unioniza- 
tion of agricultural workers. 

This revision of the Labor Code 


was virtually the only incursion 











which the revolution made in the 
countryside under Arévalo. In the 
cities political parties were formed, 
trade unions were encouraged, steps 
were taken to further the country’s 
industrialization. through the estab- 
lishment of the Instituto de Fomento 
de la Produccién, and relative politi- 
cal democracy was established. 


Division of Land 


With the inauguration of Presi- 
dent Jacobo Arbenz—elected with the 
backing of President Arévalo early 
in 1951—the government turned its 
attention to Guatemala’s basic prob- 
lem, the problem of land. Arbenz 
was elected on a platform promising 
agrarian reform, and after much dis- 
cussion an agrarian reform law was 
finally passed in the summer of 1952 
and put into operation soon after- 
ward. 

Under this law lands belonging to 
the government and uncultivated 
lands may be given to tenants or 
agricultural laborers. Persons receiv- 
ing these lands usually receive only 
use-title: they can cultivate the lands, 
but they cannot hypothecate or sell 
them. The land can be given either 
to individuals or to collective groups. 

The first lands to be divided were 
those government lands which had 
until World War II belonged to the 
Germans. These estates included 
much of the best coffee land in the 
nation. By early 1953, however, agrar- 
ian reform officials began to take 
over private estates. The attempt of 
several landholders to get a Supreme 
Court injunction ordering agrarian 
reform officials to suspend further 
expropriation of private lands until 
the Court had had time to study the 
agrarian reform law resulted in the 
ousting of four Supreme Court jus- 
tices who favored granting the in- 
junction. The agrarian reform law 
had specifically forbidden the courts 
to interfere in the execution of the 
law. 


Opponents of the regime argue that 
both the anti-injunction part of the 
agrarian reform law and the govern- 
ment’s ousting of the Supreme Court 
justices were unconstitutional. The 
constitution specifically provides that 
no citizen shall be deprived of the 
right to seek an injunction against 
any act of the government which he 
feels to be wrong or oppressive. 

An agrarian reform is essential to 
the continuing development of the 
revolution, which has as one of its 
principal objectives the incorporation 


of the Indians of Guatemala—who 

















Central America 


make up half to three-quarters of the 
population—into the civic life of the 
nation. Most of the Indians have 
lived in their own villages, clinging 
to their ancient language and culture. 
They have been either subsistence 
farmers or workers on the planta- 
tions and farms of the whites. 

For four centuries the Indians have 
fought a losing battle to maintain 
their culture, their language and their 
land. From their point of view most 
previous revolutions have done little 
except to increase the pressure against 
them. As a result the Indians have 


become excessively suspicious of the 


city, or Ladino, population of Guate- 
mala. The government hoped that 
through the land reform, under 
which the Indians once more will 
gain a solid economic base, they could 
be slowly incorporated into Guatema- 
la’s society. The purpose of the pres- 
ent agrarian reform law, however, 
seems to be much more to gain politi- 
cal support for the Communist party, 
and to a lesser degree for the Arbenz 
government, among the peasants than 
to carry out a well-planned reorgani- 
zation of Guatemalan agriculture. 
Until the 


Communist party, in spite of having 


passage of this law the 


considerable influence with the govy- 
ernment, had not developed any sig- 
nificant mass base among the work 
ers or peasants. 

The Communist party’s important 
position depended almost completely 
on its influence in government cir- 
cles. President Arbenz, a man who 
had received virtually all of his politi 
cal tutelage at their hands, consid 
ered the Communists as the truest 
supporters of the revolution and of 
himself. He discouraged all attempts 
to reorganize a decidedly non-Com- 
munist, if not anti-Communist, ele- 
ment among the pro-government 
forces, as well as any attempt to or 
ganize opposition to the Communists 
in the unions. 

3efore the adoption of the agrarian 
reform the Communists could have 
been very much reduced in stature by 
the mere decision of the president 
not to back them up. Now, however, 
if the Communists should convince 
the Indian peasants that the agrarian 
reform was due to their efforts, they 
could win the backing of an element 
which would remain loyal to them 
regardless of the government's atti- 
tude. 

The Communists have played a 
key role in the agrarian reform. The 
congressional committee which wrote 
the law was headed by Communist 
Deputy Victor Manuel Gutierrez. 
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Although a military man was put in 
the top post in the National Agrarian 
Department (DAN), which is ad- 
ministering the reform, most of the 
key lower-echelon posts were given to 
Communists. One of the top-ranking 
positions in the DAN is held by the 
wife of the Communist party secre- 
tary-general, José Manuel Fortuny. 
Most of the agrarian inspectors, who 
are the DAN’s representatives in ad- 
ministering the reform on the local 
level, are either Communist party 
members or close sympathizers. Lead- 
ing Communists such as Gutierrez, 
Carlos Manuel Pellecer and others 
play a leading part in ceremonies sur- 
rounding the transfer of land to the 
peasants under the agrarian reform. 

Thus what started out as a genuine 
Latin American social revolution has 
been greatly confused with the fate 
of the Communist party in Guate 
mala. It is necessary to keep this con 
fusion in mind when judging the 
Guatemalan situation. Americans 
must not forget that there is a pro- 


found and long-overdue revolution 


going on in Guatemala, and that only 


at its own risk can the United States 


appear to be opposing this revolution. 


At the same time it 1s essential not to 
gloss over the role of the Communist 
party and its attempt to pervert this 
native social revolution to suit the 
needs of Soviet foreign policy. 

The result of Communist’ opera 
tions was that virtually all overt op 
position to communism within the 


pro-government camp 


had disap 
peared by the summer of 1952. The 
Communists showed their strength 
and the degree to which they had in 
filtrated other groups supporting the 
\rbenz Administration by their suc 
cess in breaking up the Partido de la 
Revolucién Guatemalteca (PRG), 
formed in July 1952 to unify all pro 
government parties except the Com 
munists. Sensing that this might de 
velop into a strong non-Communist 


Leftist group supporting the revolu 


tion but opposing international com- 
munism, the Communists were quick 
to maneuver some of their friends 
within the PRG to split the new 
group before it was even a month 
old. 

At the same time they succeeded 
in winning a pledge by all govern- 
ment parties to support the two 
avowed Communist candidates for 
Congress in the December 1952 elec- 
tions, Carlos Pellecer and José Man- 
uel Fortuny. Finally, they gained 
government recognition of the legal- 
ity of the Communist party for the 
first time in Guatemalan history, un- 
der the name of Partido Guatemal 


teco de Trabajadores. 


Communists and Nationalism 


The Communists have been very 
active in exploiting the strong na- 
tionalist feeling which now pervades 
middle-class and some working-class 
circles in Guatemala. The United 
Fruit Company is the chief target of 
the Communists, although they have 
also turned their fire on other Ameri- 
can-owned enterprises, such as Pan 
American Airways and the electric 
power company serving Guatemala 
City. There is little doubt that in the 
case of some:of these companies sins 
of the past have now come home to 
roost. The memory of how they cre 
ated their own states within a state 
and of the extremely broad conces 
sions under which some of them 
operated until recently, not only in 
(Guatemala but also in other Central 
American nations, is undoubtedly still 
vivid among Guatemalans. 

Even in recent years some of the 
American companies have perhaps 
not shown sufficient comprehension 
of the depth of nationalism in Guate- 
mala. To take but one instance, had 
the United Fruit Company freely 
proposed to the Arévalo government 
sometime in the late 1940's that it 
was willing to give up its ownership 


of Puerto Barrios, the country’s only 


outlet on the East Coast, this gesture 
might well have appeased many of 
those nationalists for whom the pos- 
session of their country’s only real 
port by a foreign company was an 
ever-continuing irritation. 

The behavior, too, of some of the 
United States diplomats in Guate- 
mala in the recent past—although 
not during the last two years—did 
much to aid the Communists’ cam- 
paigns against the United States and 
American enterprises in the country. 
One of our ambassadors was virtu- 
ally declared persona non grata, his 
behavior having been such as to 
arouse the passions of even the most 
moderate ot nationalists. 

At the same time there is no doubt 
that the Communists have done their 
utmost to feed the flames of nation- 
alism. Not only do they aim to drive 
the United States firms out of Guate- 
mala; they would also like to see 
Guatemala isolated from its neigh- 
bors so that its only “friends” would 
appear to be those in the Communist 
orbit. 

Under the circumstances future re- 
lations with Guatemala, not only on 
the part of the United States govern- 
ment but on the part of liberal-mind- 
ed people throughout the hemisphere. 
will have to be conducted with the 
greatest possible diplomacy, with sym- 
pathetic understanding of the coun- 
try’s problems, and with the realiza- 
tion that the Communists are trying 
to pervert to their own ends an essen- 
tially indigenous social revolution 
that is long overdue. 

READING SUGGESTIONS: Robert J. Alex- 
ander, “Revolution in Guatemala,” The 
New Leader (January 1953); Milton Brack- 
er, articles appearing in The New York 
Times beginning February 12, 1954; C. C. 
Cumberland, “Guatemala: Labor and the 
Communists,” Current History (March 
1953); Theodore Geiger, Communism Ver- 


sus Progress (National Planning Associa- 
tion, No. 85, December 1953); Daniel 
James, “Is Guatemala Communist?” The 
New Leader (April 1953); The Economic 
Development of Guatemala (Washington, 
International Bank for Reconstruction and 
Development, 1951). 
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recognized the U.S.S.R., although 
disapproving of its type of govern- 
ment; it has refused to recognize the 
Communist puppet regimes that Mos- 
cow has set up in Latvia, Lithuania 
and Estonia; it has recognized Mar- 
shal Tito’s Communist rule in Yugo- 
slavia and Franco’s Fascist rule in 
Spain. Today Washington refuses 
diplomatic relations with Mao Tse- 
tung. This refusal, however, is based 
neither on the Stimson nor the Hull 
criteria but on Communist China’s 

acts of aggression. 

President Eisenhower, at one of his 
earlier press conferences, indicated 
that recognition of a foreign govern- 
ment should carry with it tacit ap- 
proval of that government. Yet it is 
not so much diplomatic theory as po- 
litical realities that seem to be influ- 
encing the President’s current views 
on recognition. As long as Peiping is 
held to be an aggressor in Korea and 
Indochina, Eisenhower is saved from 
having to do anything about recog- 
nition. But the time may come, and 
he and his Secretary of State are both 
quite aware of it, when the facts of 
international life may catch up with 
them, when pressure from our allies 
and a certain reasonableness on the 
part of Mao Tse-tung could force a 
revision of policy. But how to alert 
the country about this prospect when 
diplomatic negotiations with Mao are 


regarded by an influential group of 
Republicans as akin to treason—here 
is the dilemma facing President Ei- 


senhower. NEAL STANFORD 
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kept up at a high pitch. Otherwise, 
sooner or later comes either a war 
explosion or else the need to effect a 
transition to peacetime economy, with 
the potential danger of recession and 
social crisis. Meanwhile, at least in 
the case of Japan and Spain, there is 
as yet little evidence that peacetime 
industries will be expanded or that 
the United States will provide long- 
term outlets for their nonmilitary 
products. The gun-plus-wheat sales 
may thus merely put off the evil hour 
when these nations must seek a live- 
lihood other than that provided by 
war-preparedness production. 

Still another question arises with 
respect to the internal security of the 
countries to which the United States 
provides armaments. Liberal elements 
in the Latin American nations which 
receive military aid from us, even 
when agreeing with Washington 
about the dangers of international 
communism, contend that this aid 
bolsters the position of dictators, like 
those of the Dominican Republic and 
Venezuela, who can always argue 
that any form of political opposition 
is a menace to security. 

From the point of view of the 


Japanese the most controversial clause 
in the March 8 agreement was the 
provision that American goods sold 
to the Japanese would be protected 
by an antiespionage law administered 
in part by an American military mis- 
sion. Many Japanese have expressed 
the fear that such a law would re- 
store the dictatorial powers of pre- 
war governments, particularly with 
respect to “thought control,” which 
had been abolished by General of the 
Army Douglas MacArthur during 
the American occupation. 


This fear has been accentuated in 
Japan and elsewhere by reports that 
in the United States charges of sub- 
version and treason have been made 
not only against Communists but 
also against Socialists and members 
of the Democratic party. Would the 
United States, they ask, expect na- 
tions which accept American military 
aid to adopt similar attitudes? And, 
given the nondemocratic traditions 
of Japan and Spain, would this mean 
that the United States would become 
party, on grounds of security, to re- 
strictions on all existing opposition 
elements? 


This is an issue of which the Com- 
munists could make great capital un- 
less the United States clarifies its po- 
sition as to the security measures it 
believes should be taken for the de- 
fense of democracy abroad. 


Vera MicHeces DEAN 
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